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I. Introduction 

Several studies have sought to determine empiri­
cally the factors that cause income to be distributed 
unequally across regions. These studies, (for example, 
Conlisk, 1967; Danziger, 1976; Aigner and Heins, 1967; 
Hirsch, 1978; Hirsch, Seaks and Formby, 1980; Durden 
and Schwarz-Miller, 1982) employ data from states, 
SMSAs or congressional districts and concentrate mainly 
on determining how regional income inequality is affected 
by levels of economic development and human capital, and 
by discrimination against women and blacks. The general 
consensus is that inequality decreases as human capital and 
economic development increase,' and increases with the 
relative number of women and blacks in the work-force, 
implying that discrimination is a factor. 2 Effective govern­
ment programs might thus: (1) foster economic growth 
and development; (2) provide or guarantee educational 
opportunities and other human-capital enhancing pro­
grams for minorities and for the poor, and; (3) reduce 
economic discrimination against minority groups and 
women. 

While several studies have looked at the relationship 
between government employment and black-white rela­
tive employment, income or wage levels (Long, 1975; S. 
Smith, 1976a, 1976b; Quinn, 1979; Fogel and Lewin, 
1974; Baker and Colby, 1981; Borjas, 1982; Buckele, 
1982; Cayer and Sigelman, 1980) very little work has been 
done on the relationship between income inequality and 
levels of government employment. Two exceptions are 
Conlisk (1967) and Durden and Schwarz-Miller (1982). 

The major purpose of this paper is to test the hy­
pothesis that government employment and family income 
inequality are inversely related. A secondary purpose is to 
determine whether influences discovered in earlier studies 
retain their power to explain inequality. Unlike most 
previous wor,k but following Farbman (1973), the data for 
the empirical tests reported were were stratified into south­
em and non-southern regions. In Section II the literature 
on the effects of the public-sector on the employment and 
earnings of minorities and women relative to white males 
is discussed .. These studies generally conclude that federal 
and state government employment narrows the pay differ-
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entials between white males and minorities and women. 
The employment opportunities of the latter two groups also 
appear positively affected. By inference, it would be 
expected, ceteris paribus, that an increase in the number of 
federal and state government workers would mean less 
discrimination, less low-income employment and, conse­
quently, greater equality in family incomes. In Section III 
the model and proxy variables are presented, presentation 
of the empirical results follows in Section IV, and the 
summary and conclusions are outlined in Section V. 

II. Impact of the Public-Sector on 
Employment and Income 

D.A. Smith (1980), estimated the impact of govern­
ment employment on relative black/white wages and ex­
amined relative pay and hiring practices in the government 
sector. Using data from the May 1975 Current Population 
Survey, Smith found that comparable people in public and 
private employments are not paid equally, with blacks 
faring better in government jobs. The pay difference 
varied significantly according to the sub-sector (federal, 
state, or local) studied. Smith discovered that, for both 
males and females, blacks are proportionately over repre­
sented at all levels of government, with the exception of 
males in state government. Government sector wage and 
hiring policies raised the relative wages of black workers 
by about 2 percent. 

Borjas (1982) focused on the pay of minority and 
femal workers in various federal government agencies. His 
analysis was based on a "Public Choice" view of govern­
ment behavior ... that government has a single objective, 
the maximization of political support. He designated this 
the 'vote-maximization hypothesis.' Borjas hypothesized 
that the economic status of minorities in a federal govern­
ment agency depended upon their importance to the politi­
cal support of the agency. He used the number of minority 
constituents of a federal agency as a proxy for the political 
support the agency might expect to receive. 

The empirical evidence collected by Borjas indi­
cated that the wages of blacks and women varied widely 
relative to wages of white males across the federal govern­
ment agencies. He found that wages for black males were 
higherrelative to those of white males when the agency has 
a large number of minority constituents. His evidence 
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indicated that the relative wage of women depended upon 
the number of women constituents. He concluded that 
southern states should be considered separately, due to the 
large number of black constituents. 

Baker and Colby (1981) offered support for the 
analysis of Borjas. They found that larger black popula­
tions are associated with higher black public employment 
levels. Their study offers justification for looking sepa­
rately at the southern states which typically have large 
black populations. 

Cayer and Sigelman (1980) analyzed the employ­
ment of minorities and women in state and local govern­
ments across the country. They were concerned with the 
effect of the Equal Employment Act of 1972 on the em­
ployment status of women. Cayer and Sigelman found that 
between 1973 and 1975 white women and black men and 
women made significant gains in state and local govern­
ment employment but still were far behind white males in 
job status and pay. Women actually lost ground between 
1973 and 1975. Employment gains by minorities and 
women at state and local government levels resulted from · 
creation of more than 90,000 new jobs in local and state 
government. The authors believed that much of this gain 
could be attributed to the Equal Employment act of 1972. 

Long (1975) offered an empirical foundation forthe 
hypothesis that the government is less discriminatory than 
non-government employees, and therefore lessens income 
inequality. Long focused on the sectorial differences in 
employment opportunities for blacks relative to those for 
whites. His analysis of the data revealed that employment 
opportunities for blacks are significantly more favorable in 
the public than in the private sector. In a related study, 
Long (1980) showed that public sector workers, receive 
economic rents. Studies by Perloff (1971), Fogel and 
Lewin (1974) and Field and Keller (1976) suggest that 
federal and local governmentemploymentresults in higher 
incomes for low income workers, and lower incomes for 
those in the upper income quintiles. These results reinforce 
the notion that government employment has an equalizing 
effect on the distribution of family incomes. 

Quinn (1979) and Sharon Smith (1976a) showed 
that government workers receive better pay than private 
sector workers for comparable jobs. Quinn employed a 
human capital model of wage determination to compare 
wages in federal, state, and local public administration jobs 
with those in the private sector. After adjusting for per­
sonal and geographic differences, he found that federal and 
state government employees were paid more than private 
sector employees in comparable jobs. He also found that 
public sector employees enjoyed more fringe benefits, 
greater job stability, and a more attractive work environ-

ment than private sector employees. 
Surprisingly, Quinn found that local government 

employees were paid less than equivalent private sector 
workers, but noted that this was offset by the better fringe 
benefits, job stability and superior work environment for 
local government workers. Smith suggested that in the 
1960s, when the federal government adopted a policy to 
ensure that the pay of federal government worker was 
comparable to a private sector worker, it went too far. The 
result was that government workers earn economic rents, 
a conclusion supported by Long ( 1980). She used a human 
capital model to decompose the pay differentials and found 
that in both 1960 and 1970 federal workers were paid more 
than comparable private sector workers.3 

Buckele (1982) and Milne (1980) offer additional 
empirical evidence for focusing on the southern states in a 
study of income inequality. Buckele found that 51.2 
percent of southern blacks lived in urban areas in 1980. 
Milne found that migration to southern SMSA benefits 
blacks more than it does whites because the black-white 
earnings differential is less in urban than in rural areas in 
the south. 

Durden and Schwarz-Miller (1982) tested the rela­
tionship between inequality and public-sector employ­
ment. They used the same independent variables as Con­
lisk ( 1967) and Danziger ( 1976), but added the percentage 
of workers employed by federal , state and local govern­
ments. Their results suggested that all three types of 
government employment are inversely related to income 
inequality. Durden and Schwarz-Miller tested ithe ine­
quality relationships using data from all 435 Congres­
sional districts. As ~s shown in this report , stratification of 
the data into southern and non-southern componenets 
produces results very different from those attained by 
Durden and Schwarz-Miller. 

Empirical tests for the determinants of regional 
income inequality were based on the expression 

where: y is the inequality measure, H, DI, ED and G are 
vectors of human capital, discrimination, economic devel­
opment and government influence proxies. The vector 0 
measures "other" influences, the ~ terms are parameter 
estimates and e is the error term. The data were observa­
tions from the 435 congressional districts of the United 
States taken from the Congressional District Data Book 
(1984) for the 1980 census. Following many earlier 
studies, the Gini ratio, created from the family income 
information in the Data Book, was employed as the ine­
quality measure. 



42 The Review of Regional Studies 

Public Sector Variables 

Three variables were included to measure the impact 
of public sector employment on income inequality: these 
were FEDERAL, STATE, and LOCAL, the percentages of 
workers employed in federal, state, and local government 
jobs. Based on the results of the public employment 
studies discussed above, it was expected that as FED­
ERAL, STATE, and LOCAL were increased, the level of 
fainily income inequality would decrease. 

Shooting, Discrimination and Economic Development 
Proxies 

The set of proxy independent variables (other than 
those for public-sector influences) generally used for 
testing the relationships between inequality and its deter­
minants is discussed in detail in earlier works. A brief 
discussion is required here, primarily because of the differ­
ence between the results of this study and the results of 
others which have used schooling measures as independ­
ent variables. Most studies have used median years of 
education and have found a negative relationship (Aigner 
and Heins, 1967; Farbman, 1975; Sale, 1974) between the 
level of schooling income and inequality. Studies that have 
modeled and tested the relationship between inequality 
and schooling (Chiswick, 1974; Hirsch, 1978) have shown 
thafeamings inequality is related positively to the distribu­
tion of education, to the rate of return to education and to 
the level of education. Thus, inequality studies that have 
considered only a median or average level of education 
may have produced misleading results. The median or 
average education variable may have picked up the other­
wise unmeasured influences of a more equal distribution of 
education. 

Following Hirsch et al. (1980) this study included 
the median education level in each congressional district 
and proxy measures for the dispersion of schooling across 
districts. These included ELEMENTARY, the percentage 
of the work-force with eight or fewer years of education 
and COLLEGE, the percentage having four or more years 
of college. These variables should have positive signs. 
Median education level (MEDED) then should, ceteris 
paribus, pick up the influence of the rate of return to 
schooling and exhibit a positive relationship to the inequal­
ity level. 

Discrimination influences generally are proxied by 
including the percentage of blacks and females in the 
population or labor force or by the percentages ofblack and 
female-headed families (Durden and Schwarz-Miller, 
1982; Hirsch, et al. , 1980; Danziger, 1976). Since this 
study tested for the determinants of family inequality, 

variables for black (BLACKFAM) and female 
(FEMHEAD) heads of families were used and their coef­
ficients were expected to be negative. 

The level of median family income (MEDIN C) and 
the percentage of population living in urban areas (UR­
BAN) were used as indicators of economic development 
and were expected to be related negatively to inequality of 
income. Some measure of relative income has been used 
in virtually all regional inequality studies. Several studies 
also have looked at effects of urbanization or city size on 
inequality (Long, Rasmussen and Haworth, 1977; Garo­
foloandFogarty,1979; Danziger,1976; SlottjeandHayes, 
1987) and generally have found a negative relationship. 
Most studies have also used one or more measures to 
capture industrial structure differences. Manufacturing 
employment as a percentage of the total employed labor 
force (MANUF AGT) is one of the more popular proxies 
and it is employed here. 

Other Variables 

Two other non public sector proxies were employed, 
a wealth variable and an age measure. The median value 
of housing in each congressional district (WEALTH) was 
used as a measure of wealth. Since wealth is very un­
equally distributed, this variable should be positively asso­
ciated with income inequality. The aged variable 
(OLDER) was the percentage of the total population 65 
years old and older. Increases in this variable have been 
associated ~ith inequality increases in most previous stud­
ies and a positive relationship was expected here. 

Early regression models also included unemploy­
ment, relative population size and percentage of the work 
force in white collar employment (Hirsch et al. 1980) but 
these added nothing to explanatory power, perhaps due to 
multicollinearity between these and other variables. In 
addition, the labor force variables used here were com­
puted as percentages of the employed labor force, and this 
probably captures some of the influence generally ac­
corded the unemployment rate. Mean values for the 
variables used in the south and non-south regressions are 
presented in Table 1. 

III. Empirical Results 

For the empirical analysis, all435 congressional 
districts were used in the initial regressions; the data then 
were stratified into southern4 and non-southern compo­
nents. 5 The results are shown in Table 2. In each case, two 
versions were estimated, one with FEMHEAD and 
BLACKF AM included, one with BLACKF AM excluded. 
Multicollinearity precluded using both variab}es in tne 
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Table 1 
Mean Values of Variables Used in the South and Non-South Regressions 

Variables South Non-South 

Mean S.D.• Mean S.D. 
COLLEGE 14.3 5.9 16.5 6.3 
FEDERAL 5.1 4.5 3.4 1.8 
BLACKFAM 17.8 13.3 8.1 13.9 
FEMHEAD 14.7 4.2 13.7 6.2 
STATE 5.7 3.1 4.3 2.6 
ELEM 23.4 7.6 16.6 6.3 
OLDER 25.9 8.2 26.0 7.0 
URBAN 63.7 24.0 76.6 21.4 
MANUFACf 18.7 8.4 21.1 7.3 
MEDED 12.3 3.2 12.5 2.8 
GINl 40.4 2.4 38.9 3.0 
MEDINC 15201.0 3204.0 17696.0 3611.0 
WEALTH 426.0 142.4 531.3 232.7 
LOCAL 8.3 
N 104 

•S.D. is the standard deviation. 

same equation.6 For ease of analysis, the variables in Table 
2 were grouped according to the influences they were 
intended to proxy. The human capital and schooling 
variables, MEDED, ELEMENTARY and COLLEGE 
were highly significant in all regressions. ELEMEN­
TARY and COLLEGE had the expected sign in all cases. 
The positive sign on the MEDED variable differed from 
the findings of most studies but was consistent with Hirsch, 
Seales and Formby (1980). The results were that, when the 
dispersion of educational attainment was considered, in­
creased levels of schooling increased income inequality.7 

The discrimination proxies, FEMHEAD and 
BLACKFAM were highly collinear so that measurement 
of their individual effects was not possible. When they 
were included together, FEMHEAD consistently was in­
significant; when the FEMHEAD variable was entered 
singly, it was highly significant and had the correct sign.8 

A larger percentage of families headed by blacks or fe­
males still is apparently associated with a greater degree of 
income inequality than is found in other families. 

The OLDER and WEALTH variables were signifi­
cant and had the expected signs in the overall and non­
south regressions but were, insignificant in those for the 
south. 

The development variables, MEDINC, MANU­
FACT and URBAN had the correct signs in all cases except 
one. The former two always were highly significant while 
URBAN was significant only in the non-south regressions. 

1.3 8.8 1.9 
331 

While generalization about the URBAN variable isnot 
·well-supported, the results suggest that a greater degree of 
urbanization reduces income inequality only in non-south­
em congressional districts. The null hypothesis could not 
be rejected elsewhere. 

The variables of primary interest in this study were 
the government employment measures, FEDERAL, 
STATE, and LOCAL. In the overall regressions, the 
results were similar to those found by Durden and 
Schwarz-Miller (1982). Larger percentages of govern­
ment employment appeared to reduce income inequality, 
with FEDERAL employment highly significant and 
STATE significant atthe 5 percent level or greater. When 
the data were stratified geographically, however, a differ­
ent result was obtained. 

In the non-south regressions, none of the govern­
ment variables was significant, though all had negative 
signs. Thus, the null hypothesis could not be rejected, 
suggesting that government employment added nothing to 
the explanation of income inequality differentials in con­
gressional districts outside the south. 

In the south regressions, federal and state employ­
ment had negative signs and were significant at above the 
1 percent level of confidence. The LOCAL variable had a 
positive signs and was significant at the 5 percent level. 
Taken together, these results indicate that, in the south, 
federal and state employment had strong income equaliz­
ing effects, while inequality increased with local govern-
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Table 2 
Determinants of Family Income Inequality Overall and in Two Subregions 

Variables Overall Non-South South 
(I)• (2) (1) (2) (1) (2) 

MEDED .5545 .5326 .5336 .5404 .7945 .7764 
(5.16) (4.83) (4.27) (4.28) (3.79) (3.66) 

ELEMENTARY .0271 .0268 .0282 .0279 .0320 .0300 

' 
(6.07) (7.76) (6.92) (6.79) (5.63) (5.31) 

COLLEGE .0182 .0178 .0175 .0166 .0210 .0203 
(6.06) (5.77) (5.23) (4.93) (2.93) (2.81) 

FEMHEAD -.0121 * .1275 .0543* .1521 .0432* .1544 
(0.31) (4.62) (1.14) (4.70) (0.55) (3.12) 

BLACKFAM .0571 .0414 .0363 
(4.91) (2.77) (1.80) 

OLDER .0490 .0413 .0846 .0842 -.0106* -.0149* 
(3.10) (2.56) (4.02) (3.96) (0.55) (0.78) 

WEALTH .0034 .0029 .0038 .0033 .0009* .0010* 
(6.14) (5.22) (5.73) (5.18) (0.85) (0.87) 

MEDINC -.0005 -.0104 -.0003 -.0003 -.0008 -.0008 
(8.98) (8.02) (4.36) (3.76) (7.79) (7.71) 

MANUFACT -.0590 -.0712 -.0659 -.0768 -.0500 -:o5o8 
(3.75) (4.46) (2.94) (3.76) (2.90) (2.91) 

URBAN -.0002* -.0.0011* -.0016 -.0021 .0003* -.0004* 
(0.30) (1.52) (1.76) (2.41) (0.22) (0.32) 

FEDERAL -.1683 -.1565 -.0087* -.0804* -.1924 -.1854 
(4.85) (4.41) (1.23) (1.10) (4.29) (4.10) 

STATE -.0712 -.0765 -.0474* -.0068* -.1786 -.1746 
(1.92) (2.01) (0.98) (1.38) (3.58) (3.46) 

LOCAL -.0238* -.0395* -.0732* -.0765* .2507 .2518 
(0.38) (0.65) (1.04) (1.08) (1.95) (1.92) 

FVALUE 62.14 61.94 45.26 47.39 26.72 27.99 
RSQUARED .65 .63 .64 .63 .76 .76 
N 435 331 104 

•version (1) of the model included both the FEMHEAD and BLACKFAM variables, version (2) omitted the 
BLACKFAM variable. 
Note: An asterisk indicates a statistically insignificant result. All others are significant at a 5 percent or greater level 
of confidence. 

ment employment levels. The latter finding supports the 
Quinn (1979) conclusion that local government workers 
are paid less than their equivalents in the private sector. 

IV. Summary and Conclusions 

The analysis and empirical tests conducted for this 
study support several conclusions of interest to those 
concerned with the effects of selected socio-economic 
characteristics on interregional levels of income inequal­
ity. First, when measures of schooling dispersion are 

included in the estimating equations, the median level if 
education and income inequality are positively related. 
Second, proxy variables for discrimination exhibit consid­
erable explanatory power with respect to family income 
inequality. The same is true of proxies for economic 
development. These findings indicate that efforts to reduce 
discrimination and promote development will continue to 

have interregional equalizing effects on family incomes. 
The proxy measures for government influence shed 

new light on the relationship between family income 
inequality and government employment levels. The litera-
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Table 3 
Simple Order Correlation Coefficients for the Independent Variables 

Variable (1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12} 

South Regressions 

COLLEGE 
FEDERAL .61 
BLACKFAM -.05 .10 
FEMHEAD -.01 .08 .87 
STA1E -.13 -.14 .25 .16 
ELEM -.76 -.44 .03 -.01 .23 
OLDER -.41 -.29 -.02 -.01 .13 .39 
URBAN .56 .29 .21 .39 -.39 -.74 -.35 
MANUFACT -.42 -.31 -.02 -.08 -.06 .49 .08 -.48 
MEDED .90 .53 -.10 -.04 -.21 -.93 -.40 .70 -.50 
MEDINC .81 .61 -.25 -.25 -.29 -.69 -.53 .44 -.34 .77 
WEALTH .50 .21 -.26 -.24 -.20 -.43 -.33 .31 -.20 .50 .62 
LOCAL -.06 .28 .36 .40 -.02 -.08 .29 .21 -.27 .03 -.17 -.07 

Non-South Regressions 

COLLEGE 
FEDERAL -.02 
BLACKFAM -.18 .23 
FEMHEAD -.16 .26 .84 
STA1E .01 .30 -.10 -.09 
ELEM -.62 .03 .27 .36 -.03 
OLDER -.44 -.01 .09 .13 .03 
URBAN .33 .15 .38 .51 -.32 
MANUFACT -.21 -.53 -.01 -.01 -.39 
MEDED .83 -.01 -.30 -.33 -.33 
MEDINC .57 -.27 -.31 -.41 -.24 
WEALTH .53 .03 -.11 -.01 -.19 
LOCAL -.28 .21 .41 .42 .01 

ture, discussed in Section II, suggests that government 
employment generally is less discriminatory and that the 
range of earnings there is narrower than in the private 
sector. Both conditions should contribute to decreased 
inequality of incomes. But the results also indicate that the 
apparently ameliorative results observed in the overall 
regressions may be illusory, masking important differ­
ences between geographic sub-regions of the economy. 
Specifically, the negative and significant relationship be­
tween family income inequality and levels of federal and 
state government employment may hold only for the south; 
further, as local government employment increases in the 
south, so does income inequality. 

As a reviewer has correctly pointed out, the theoreti­
cal relationships between government employment and 

.53 
-.16 -.34 
.04 -.06 -.06 

-.86 -.51 .24 -.22 
-.69 -.64 .29 .21 .65 
-.37 -.32 .41 -.11 .59 .44 
.30 .32 .03 -.25 -.34 -.32 -.17 

income inequality are not well modeled, either in this paper 
orelsewhereintheliterature. Thisisanareaofanalysisthat 
the authors may pursue later and encourage others to 
investigate. 

Notes 

10ne notable exception is the finding of Hirsch, Seaks and 
Formby (1980) that, when differences in the distribution of 
education are considered, the relationship between inequality and 
education level is positive. The empirical results of this study 
support that conclusion. 

2Some studies, including this one, imply that discrimination 
variables capture a residual influence not accounted for by 
measures of productivity differences. The discrimination vari-
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abies also may pick up unmeasured influences such as occupa­
tional choice decisions and, decisions to work part-time. By the 
same token, productivity measures may mask the effects of prior 
discrimination on choices of career paths and accumulation of 

human capital. 
3Smith decomposed the pay differential into explained and 

unexplained portions. The percentag~ federal/private pay differ­
ential can be decomposed into a portion attributable to discrimi­
nation by comparing the actual pay of federal workers with the 
pay they would have received if both federal and private workers 
were paid according to the same wage-rate structure. 

4 The south included West Virginia, Virginia, Tennessee, 
South Carolina, North Carolina, Mississippi, Louisiana, Ken­

tucky, Georgia, Aorida, Arkansas, and Alabama. 
sA Chow test to determine whether the south differed from 

the non-south with respect to parameter estimates was performed 
and yieldedanF-value of4.212, significant at the 99 percent level 

of confidence. 
6 Simple order correlations for the south and non-south re­

gressions are included in Table 3. 
7 However, as the simple order correlations of Table 3 show, 

there was considerable multicollinearity between MEDED and 
the two schooling measures, ELEMENTARY and COLLEGE. 
These results, though correctly reflecting the expectations de­
rived from human capital theroy, must be interpreted with cau­

tion. 
8When BLACKF AM was entered with FEMHEAD omitted, 

the explanatory power of the equation improved from, for ex­
ample, 0.64 to 0.67 in the overall results. In the south regressions 
the statistical significance of the BLACKF AM variable increased 

to the 1 percent confidence level. 
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